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HE activity of manufacturing and — ithe corresponding period of 1928 and orders for 


trade has remained high during the 
past month and such slackness as has’ 
been disclosed is no greater than nor- 
mally occurs in August due to hot 
weather and vacations. Most of the key indus- 
tries are free from any serious accumulation of 
inventories and in a sound position. In certain 
lines where production has run ahead of ship- 
ments, as in the case of automobile tires, 
prompt steps are being taken to contro! out- 
put, while in other lines where signs of over- 
production appeared not long ago, as in cotton 
goods, the situation has already been corrected. 
Throughout the Summer now drawing to a 
close employment of labor has been maintained 
at the highest level for several years back, and 
payrolls are estimated to have been approxi- 
mately ten per cent larger than last year. 
Favorable conditions mark the arrival of the 
Autumn season, and confidence in a large 
wholesale and retail trade is increasing. 
Tightness of the money market has appar- 
_ ently not yet had any harmful effect on general 
|. business, save iu certain classes of building 
construction. Such barometers as electric 
power consumption indicate that manufactur- 
ing activity in the major industries is still run- 
ning ahead of a year ago, even though there 
has been some decline from the peak of last 
Spring. Railroad freight car loadings are 
higher than in any previous year. Steel mills are 
operating at better than 90 per cent of capa- 
city and ingot production points to a new high 
record of approximately 58,000,000 gross tons 
for the full year, compared with 49,853,000 tons 
in 1928. Coal production has been well main- 
tained during the Summer and has begun its 
seasonal expansion earlier than usual this year. 
Machine tool sales are in better than normal 
volume, according to a recent survey by The 
American Machinist, which notes a large de- 
mand for standard production machinery and 
an indication that September will bring im- 
proved conditions in the small tool field also. 
Railway ry abyen. 2 has enjoyed a 
marked recovery this pear, the orders placed for 
freight cars being 162 per cent larger than in 


locomotives 228 per cent larger. Prices of 
cement,jon the other hand, have just been re- 


« duced 20 to’ 30 cents a barrel, reflecting over- 
- “production and foreign competition. 


Building Activity Maintained 


That the nation’s program of building con- 
struction has not been halted by tight money 
is apparent, but there is occurring a marked 
shifting around of the different classes of con- 
struction. Contracts awarded in July increased 
sharply above the June figures and the month’s 
total of $652,400,000 as compiled by the F. W. 
Dodge Corporation were the highest ever 
recorded with the exception of May, 1928. 
Preliminary figures for August indicate awards 
of approximately $490,000,000, which would 
bring the total for this year up to September 1 
around $4,174,000,000, compared with $4,545,- 
000,000 in the corresponding period of 1928. 
As this represents a decrease of only 8.2 per 
cent from the record year, the showing is re- 
garded as favorable, and the volume of con- 
templated work not yet contracted for is also 
holding up very well. 

Public utility construction has resulted in 
excellent demand for electrical equipment and 
various copper products. Copper buying by 
fabricators is once more coming to the fore 
after the general lull in the market that fol- 
lowed the price flurry last Spring. Production 
curtailment plans of producers have had their 
effect in keeping stocks of the metal within 
reasonable bounds, world production of blister 
in July amounting to 174,547 tons, and inven- 
tories of refined copper at the end of the month 
being slightly under 100,000 tons, these figures 
representing no consequential change from the 
previous month. Price of electrolytic has held 
firm at 18 cents per pound and apparently the 
refined metal back-logs of both domestic and 
foreign consumers have been reduced enough 
for them to make inquiry in the open market. 
For the first twenty-eight days of August for- 
eign sales of copper aggregated 49,000 tons, 
compared with 36,000 tons for the entire month 
of July, and were in excess of the total sales 
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for April, May, and June combined. At present 
there is no evidence of any decrease in the rate 
of copper consumption, which is steadily gain- 
ing in a widening field of industry. 


Motor Production Establishing Record 


Automobile production turned upward again 
in August, after slowing down somewhat in 
July incident to taking inventory and bringing 
out new models. During the first seven months 
of the current year the output of passenger 
cars and trucks in United States and Canadian 
plants amounted to 3,929,545 units, and August 
is expected to approximate 550,000, bringing 
the eight months total to 4,479,545 units. This 
represents a gain of 1,243,181 cars, or 38.5 per 
cent over the corresponding period last year, 
and it is estimated that by September 15 there 
will have been as many cars produced as in 
the entire twelve months of 1928, the previous 
record year. 


A large part of the gain this year is to 
be attributed to the Ford Motor Company 
which began assembly on its new Model A 
in December, 1927, and since then has steadily 
built up production to around 9,000 daily at the 
present time. Although detailed information 
as to the Ford output is not regularly pub- 
lished, it may be closely estimated by a 


comparison of the production figures compiled 
by the United States Department of Commerce 
and the Dominion of Canada Bureau of Statis- 
tics, with the figures of factory sales by 
members of the National Automobile Chamber 


of Commerce, the difference representing 
principally the production of Ford Motor Com- 
pany, which is not a member. For the first 
eight months (August estimated) of 1928 
and 1929 the Chamber of Commerce members’ 
figures increased from 2,863,932 to 3,006,106, a 
gain of 142,174 units. During the same period 
the estimated production of non-members, 
principally Ford, increased from 372,000 to 
1,473,000, a gain of 1,101,000 units. Thus Ford 
Motor Company has accounted for nearly nine- 
tenths of the total increase this year for the 
industry as a whole, and is now making 35 per 
cent of all automobiles manufactured. The 
several divisions of General Motors Corpora- 
tion supply about 30 per cent and the 
remainder is divided among more than fifty 
other manufacturers. 


Corresponding to the record automobile 
production this year the demand for tires has 
shown a large increase, but output of tires 
increased still more, resulting in the piling up 
of rather burdensome stocks, as shown by the 
following statistics covering the first six 
months just issued by the Rubber Manufac- 
turers Association (000’s omitted). 
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Tota! Pneumatic Casings Six Months Per cent 
1928 1929 Change 
47,772 
40,380 
18,132 


Production 
Shipments 
Inventory June 30 


Total Inner Tubes 
Production 


Shipments 
Inventory June 30. 


35,884 
12,368 


40,350 
36,372 
17,160 


43,026 
40,657 
18,741 


Although it is to be expected that as tire 
sales increase, the inventories should increase 
also, the above figures clearly indicate that 
stocks of outer casings on hand have been in- 
creased out of proportion to the volume 
handled. This condition was caused by the 
large plant capacity in the industry and the 
desire of each company to expand its own pro- 
duction to the maximum so as to lower costs 
and to better meet competition. Account must 
also be taken of the fact that tires are better 
made now than ever before, and of the influ- 
ence of paved roads throughout the nation, 
which decrease wear on tires and add to mile- 
age. It has been found that tire replacement 
demand is not a constant but a variable that is 
being revised downward. Changing conditions 
such as the above naturally result in keen com- 
petition and there has been some cutting of 
prices by manufacturers and dealers, and also 
by the mail order houses which distribute large 
quantities of tires made for them under special 
contract and sold under their own trade names. 
Although inventory of inner tubes does not 
show a large increase compared with the year 
previous, the figure of June 30, 1928 was con- 
sidered quite high, and it is therefore important 
that the trade continue the efforts being made 
toward holding production in check. 

Weekly petroleum production continues to 
strike new high levels in spite of agitation for 
curtailment, and conditions in this industry are 
still unsettled due to the accumulation of 
stocks. Eastern crude markets, which supply 
lubricants principally, had price mark-ups four 
months ago, but recently felt the effects of 
Pacific Coast and Southern increased produc- 
tion and prices have been shaded to some ex- 
tent. As an offset to the difficulties in crude 
and lubricating oils, however, gasoline con- 
sumption appears impressive. Every state in 
the Union now has a gasoline tax, ranging 
from 2 to 6 cents per gallon, but apparently 
this is not having any appreciable effect on the 
consumption of gasoline. On the basis of the 
United States Bureau of Mines figures, domes- 
tic consumption in the first six months of this 
year amounted to 172,702,000 barrels, or an 
increase of 15 per cent over the corresponding 
period last year, which is identical with the 
average annual increase over the last ten years. 


Revised Profits Tabulation 


In last month’s issue of this Bulletin we pre- 
sented a tabulation of the earnings of 650 cor- 
porations that had published their statements 
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for the first half year. Because of the wide- 
spread public interest that has been shown in 
these studies and the fact that such a large 
number of additional reports were issued dur- 
ing August, we have brought the tabulation 
down to date and are giving revised figures as 
follows: 


CORPORATION SEMI-ANNUAL REPORTS 
Net Profits—000’s Omitted 
Six Months 
Industry 1928 1929 
Amusement 8,303 $ 13,793 
Apparel 7,83 7,460 
Automobile 236,295 
Auto Accessory 64,917 
Aviation 7 12,522 


Building Material... 14,096 19,166 
Chemicals-Industrial 62,597 79,785 
Chemical Products.. 19,844 
Coal Mining 2,864 
26,714 


Electrical 48,017 65,554 
Flour and Baking.... 28,891 33,810 
Food Products 55,001 61,445 
Household Goods ..... 18,555 23,469 
Iron and Steel 93,450 189,209 


1,923 D-3,548 
Machinery on 22,888 35,413 
Merchandising ‘ 26,368 34,562 
Metals, non-ferrous 

(exc. copper) 21,809 30,797 
Office Equipment ..... 11,711 15,228 


Paint and Varnish.. 3,228 
Paper Products 5,220 
Petroleum 61,130 
Printing & Pub 16,382 
Railway Equipment 17,866 


Real Estate 5,359 
Restaurant Chains.. 

Rubber 

Shipping 
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8,972 8,605 


Textile Products 5,446 6,761 
Tobacco 5,635 6,762 
Miscellaneous 20,409 28,506 


Mfg. and Trading... 909,464 1,241,435 
Railroads 462,025 563,347 
», i. Secs 128,645 137,625 
Other Utilities 430,458 507,500 
916 Grand Total 
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Combined net profits of over 900 corpora- 
tions whose reports have now been issued 
aggregate $2,449,000,000 for the first half of 
the current year compared with $1,924,000,000 
in the corresponding period of 1928, represent- 
ing an increase of $526,000,000, or 27 per cent. 
In the tabulation of the month previous, based 
on 650 companies, the gain over last year 
amounted to 24 per cent, and the improved 
showing is due to the addition of favorable 
reports in the copper, petroleum and rubber 
industries. 

The 536 industrial and trading companies as 
a group made a gain in the half year of 36 
per cent over 1928, and a particularly good 
showing was made by such other lines as avia- 
tion, auto accessories, iron and steel, machin- 
ery, paint, real estate, railway equipment and 
shipping. Eight out of every ten individual 
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reports showed higher earnings than last year, 
while only three were lower. Taking the com- 
bined earnings of the companies making up 
each particular line of business, it is found that 
the group total is ahead of last year in 29 out 
of 33 major classifications. 

Earnings of the railroads so far this year, 
though not showing quite so spectacular an 
increase as the industrials, nevertheless were 
21 per cent ahead of 1928 and the results for 
the fuil twelve months will undoubtedly set a 
new high record. This gain was partly the 
result of increased traffic but more largely due 
to improved efficiency and further economies. 
The increase in gross operating revenues for 
the first six months, amounting to 5.2 per cent, 
fell far short of the increase in net, while the 
increase in operating expenses was only 1.7 
per cent, despite the larger volume of traffic. 

Space does not permit our discussing in de- 
tail these tabulations of corporation profits 
classified by major industrial groups that have 
been appearing from time to time in this Bulle- 
tin. Recently two pioneering books have been 
published on this subject which can be recom- 
mended. “Corporation Profits,” by Lawrence 
H. Sloan, Editor of the Standard Statistics 
Company, New York, in an exhaustive study 
based on published reports to stockholders, 
while “Corporate Earning Power,” by William 
Leonard Crum of Stanford University, Cali- 
fornia, is a similar comprehensive study, based 
on income tax returns as summarized and pub- 
lished by the Treasury Department. © 


Money and Banking 





The principal developments of the month in 
the money market were the advance in the 
rediscount rate of the Federal Reserve Bank 
of New York from 5 to 6 per cent, and a con- 
current reduction in the Reserve bank buying 
rate for acceptances from 5% to 5% per cent. 

The advance of the rediscount rate came as a 
distinct surprise to the financial community, as 
it had been generally assumed that the efforts 
of the Federal reserve authorities to check the 
expansion of stock market credit would be 
suspended until the completion of the crop 
moving period. There had even been a good 
deal of talk about a “reversal of Federal Re- 
serve policy,” and some commentators had 
professed to see the imminence of easier 
money, despite the continuance of commercial 
and speculative credit demands at peak levels. 

This feeling of confidence in the maintenance 
of the status quo of official discount rates was 
notwithstanding a very marked expansion in 
stock market credit during recent weeks. Ever 
since the low point of the May break in stock 
prices which had carried brokers’ loans at the 
end of May and early in June down around 
$5,280,000,000 (Federal Reserve figures), or 
the lowest of the year, these loans had been 
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advancing almost continuously. By August 7 
the advance for a period of eight weeks had 
amounted to over $700,000,000, or at the rate 
of nearly $100,000,000 a week, bringing the 
total to above the $6,000,000,000 level for the 
first time on record and to a point over $200,- 
000,000 in excess of the Spring peak reached 
March 20. 


So pronounced an expansion of credit at 
any other time would undoubtedly have pre- 
pared the public mind for some action by the 
authorities, but in the present instance action 
was not generally suspected for the reasons 
already given. Consequently, the advance of 
rate, when it did come, was unexpected and 
caused an immediate and violent break in the 
stock market. This, however, was followed 
quickly by a rally when it became apparent 
that funds sufficient to maintain an orderly 
market were being supplied by New York 
banks and when the significance of the Reserve 
bank’s lowered purchase rate on acceptances 
was more generally understood. 


Significance of Reserve Bank Discount and 
Buying Rate Changes 


These opposing movements in the rates at 
which the Reserve banks stand ready to take 
paper under rediscount from member banks 
and those at which they are willing to buy 
bills in the open market are interpreted as an 
effort on the part of the central banking author- 
ities to confine the expected Autumn increase 
in Federal Reserve credit as closely as possible 
to strictly agricultural and commercial needs, 
and to prevent its diversion to the stock mar- 
ket. The theory is that the higher discount 
rate will put an additional deterrent in the 
way of member bank borrowing at Reserve 
banks, some of the proceeds of which might 
find its way into the stock market. At the 
same time the lowered purchase rate will make 
Federal reserve credit more readily available 
to the bill market. Since acceptances are drawn 
largely in the financing of commerce and agri- 
culture, the extension of Federal reserve credit 
in this way is held to provide greater assurance 
that the funds so released will not be subjected 
to misuse. 


Whether, as a matter of fact, it will work out 
this way or not remains to be seen. There is a 
good deal of doubt about the proposition that 
the Reserve authorities can control the use to 
which credit is put, and once Federal reserve 
credit has been released it is likely to go where 
there is the greatest demand for it. After all, 
there is nothing to prevent a bank from selling 
acceptances to the Reserve banks and using 
the proceeds in the stock market, if it chooses 
to do so. While the advance of the rediscount 
rate will doubtless exert an influence towards 
preventing a flow of Federal Reserve credit 
into the security markets, a far more important 
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influence is likely to be the manner in which 
the Reserve banks conduct their acceptance 
operations. If the volume of Reserve credit 
put out in this way is kept in step with the ex- 
panding seasonal commercial and agricultural 
demands, the objects of the Reserve banks may 
be attained. If, on the other hand, the rate of 
acceptance buying proceeds too rapidly, per- 
mitting an overflow of Reserve credit for other 
than business uses, the purposes of the Reserve 
banks are likely to be defeated. Last year, it 
will be recalled that heavy acceptance pur- 
chases by the Reserve banks in excess of purely 
seasonal requirements were a factor in reduc- 
ing member bank indebtedness and easing 
money for stock market purposes, and it is 
probable that similar action this year would 
produce similar results despite the higher dis- 
count rate. 
Effect of Rate Changes 

Thus far it must be admitted that the tangi- 
ble results of the recent Federal reserve rate 
action have not been impressive. Stock prices, 
after a momentary break, have rallied and 
are higher than ever before. Brokers’ loans, 


after a decline of $68,000,000 in the week fol- 


lowing the discount rate increase, rose $133,- 
000,000 in the week of August 21 to a new 
high record of $6,085,000,000, and are still 
rising. 

While brokers’ loans made by New York 
banks for their own account showed an obedi- 
ent reduction of $163,000,000 between August 
7 and August 21, the effect of this curtailment 
of banking credit was far more than offset by 
an increase of $229,000,000 in loans placed for 
account of “others,” principally corporations 
and other large private lenders over whose 
operations the Federal reserve has no control. 
Thus banks, in cooperating with the Federal 
reserve, have simply handed over a portion of 
their lucrative call money business to their 
own depositors who are now lending direct 
and the expansion in total stock market credit 
has continued unchecked. 

The following table based on Federal reserve 
figures shows the trend of brokers’ loans by 
groups during August, and compares the totals 
this year with those of a year ago: 


(In Millions of Dollars) 
Aug.21 Aug.14 Aug.7 Aug.22 

1929 1929 1929 1928 

For Own Account 926 965 
For Out-of-Town Banks 1,787 1,810 
For Account of “Others”... 3,872 38,178 


Total Brokers’ Loans.... 6,085 5,953 


1,087 809 
1,789 1,513 
3,143 1,880 


eee 


6,019 4,202 


Nor is there evidence of any important 
change in the position of the Reserve banks 
as aresult of their rate action. At the New York 
Reserve Bank, where the rediscount rate was 
advanced, the volume of member bank borrow- 
ing decreased by $150,000,000 between August 
7 and August 21, but much of this decrease 
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appears to have been due to a shifting of 
credit demands to other districts, since the 
total volume of member bank borrowing at 
all Reserve banks was down by only $78,- 
000,000, 

Moreover, against this decrease of $78,- 
000,000 in rediscounts, Reserve banks show an 
increase of $53,000,000 in holdings of “bills 
bought in the open market,” most of which is 
understood to represent advances to acceptance 
dealers on bills taken under 15-day repurchase 
agreement rather than outright purchases by 
the Reserve banks for their own account. Such 
transactions are similar in character to redis- 
count operations, except that they represent 
loans to non-member dealers and are made at 
the Reserve bank’s buying rate instead of at 
the discount rate. Since the discount rate is 
now considerably above the buying rate it is 
only natural that credit demands should seek 
to satisfy themselves by the cheaper method. 


In other words the situation as to the de- 
mand for Reserve credit remains much the 
same as before, except that the demands are 
appearing in a different guise. 


It is true that earlier in the year this bank 
strongly urged an increase in the rediscount 
rate to 6 per cent as a measure for bringing 
the bank rate more nearly in line with prevail- 
ing open market rates. Coming, however, at 
this season of the year, a rate advance could 
not be supported by Reserve bank open mar- 
ket operations, which must of necessity take 
account of the heavy demands for credit soon 
to come from trade and agricultural sources. 
When the discount rate was advanced as a 
move against the continued absorption of 
credit by the stock market, some action was 
necessary at the same time to insure a con- 
tinued supply of credit for business purposes. 
Hence the reduction in the buying rate. With- 
out at this time attempting to pass upon the 
justice of thus permitting non-member accept- 
ance dealers to borrow from the Reserve 
banks at rates lower than member banks can 
demand on most of their eligible paper, one 
may question the effectiveness of contra- 
dictory measures of this sort, particularly in 
the light of what has happened since their 
adoption. 


The Money Market In August 


During August the demand for credit has 
continued without abatement. Reference has 
already been made to the rise in brokers’ 
loans to new high levels. Commercial and 
agricultural demands have also continued 
active, as indicated by the steady rise of un- 
secured loans reported by the weekly report- 
ing member banks. 

Call money rates averaged somewhat lower 
than in July when a number of unusual factors 
including the introduction of the new paper 
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currency had a disturbing influence. Opening 
the month at 10 per cent, the rate touched 12 
per cent during the first few days, but then 
eased to 8 per cent and 7, with an occasional 
dip to 6. At the month end the usual stiffen- 
ing carried the rate to 9 per cent. Banks 
have no desire to make money unduly 
easy for speculative operations, but are 
continuing their efforts to iron out the 
high peaks of rates which are destructive of 
business confidence. 

With speculation active, general business 
prosperous, and the crop moving and Fall 
trade at hand, money promises to remain in 
strong demand for the balance of the year. 
Stock Exchange time loans continue 834-9 
per cent, depending on maturity, while open 
market commercial paper rates since the Fed- 
eral discount rate increase have advanced 
slightly to 6% per cent for most prime names. 

At banks regular commercial customers con- 
tinue to have no difficulty in obtaining all the 
accommodation they need at rates substan- 
tially under the general market, and by no 
stretch of the imagination is anything in the 
nature of a commercial credit shortage to be 
anticipated. At the same time borrowers on 
stock market collateral for speculative pur- 
poses are finding credit increasingly tight. 
Word from Chicago indicates that banks there 
have advanced the rate on collateral loans to 
brokers to 8 per cent, following an amend- 
ment in the Illinois usury law permitting a 
charge higher than 7 per cent on stock market 
collateral, and banks in New York and else- 
where are tending more and more to carry 
such collateral loans as they make to indi- 
viduals and partnerships on a demand rather 
than time basis which exempts them from the 
usury law and permits a higher charge than 
the legal rate of interest. 


Foreign Exchange and Gold Movements 


Foreign exchanges were generally weak early 
in August. During July the tendency of rates 
had been upward, due possibly to a belief that 
the Bank of England’s discount rate would 
have to be advanced. Consequently, failure of 
the Bank to act may have had something to 
do with the subsequent exchange weakness, 
and there may also have been some selling in 
anticipation of the Federal reserve rate rise. 

Although most of the principal exchanges 
showed losses, the decline in sterling was most 
serious by reason of low levels already ruling 
for that currency. Ever since August 7 the 
sterling-dollars rate has been almost contin- 
uously below the gold export point for London, 
and actual shipments of the metal from London 
to this market totaled $5,000,000. At the 
same time the British drain of gold to the 
Continent, principally Paris, has continued, 
with the result that gold holdings of the Bank 
of England at the latest reporting date 
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(August 29) were down to £137,600,000, the 
lowest since the resumption of gold payments, 
and approximately £12,000,000 lower than at 
the time the Bank rate was raised to 5% per 
cent last February. 

That the Bank of England is determined to 
avoid if possible the imposition of a higher 
discount on British industry and trade is evi- 
dent, but whether or not it will be successful 
is problematical. It is to be remembered that 
the season of heaviest pressure on sterling in 
connection with the Fall commodity move- 
ments is now at hand. On the other hand, 
the lowering of the Federal reserve purchase 
rate for acceptances, if it leads to a shifting of 
some of the burden of Fall acceptance financ- 
ing from New York to London, will be a factor 
tending to support the Bank in its present 
policy. 


Crops and Markets 





Excepting corn and cotton the principal 
crops are practically matured, and on the 
whole the results may be considered quite 
satisfactory from the standpoint of producers. 
That is to say, while the yields are not excep- 
tional they probably are about right to pro- 
duce maximum money values in the aggregate. 
The Department of Agriculture, combining 34 
crops, not including cotton, and calculating 
upon the August 1 conditions reaches an esti- 


mate 4.6 per cent under the harvest of last year 
and 1.4 per cent under the average of the pre- 


ceding ten years. All calculations indicate 
that the aggregate income of agriculture from 
this crop will be larger than from the crop of 
last year. 

Drought has curtailed the grain crops from 
the yields promised in the early Summer, and 
it is probable that corn has suffered a further 
reduction in the past month from the same 
cause. The corn situation is uneven, varying 
with the fortune of timely rains. 

The winter wheat crop of the Middle West, 
from Ohio and Michigan to the Mississippi 
River was very poor in 1928, but better this 
year, while the crop of Kansas, dropped from 
197,361,000 bushels in 1928 to 131,836,000. It 
is noteworthy that the best wheat yields in 
Kansas this year are in the western part of the 
State and the low yields are in the old farming 
section. In all, the winter crop is estimated at 
568,000,000 bushels, against 578,000,000 har- 
vested last year, but it is grown on about 5% 
million more acres. The spring wheat crop in 
the aggregate, including durum. is estimated 
at 205,000,000 bushels, against 324,000,000 
harvested last year. This loss falls mostly on 
the States of the Northwest, bordering on 
Canada, where similar conditions prevailed. 


The Price Situation 


Prices have rapidly responded to the chang- 
ing prospects for yields, the most pronounced 


reversal of form being in the wheat markets. 
No more complete demonstration that the law 
of supply rules wheat prices could be asked. 
In the latter part of May all conditions were 
undeniably bearish. World stocks of wheat 
were very large, the acreage sown in the 
United States for the 1929 crop was larger by 
5,000,000 acres than last year and the Canad- 
ian acreage was higher by about 1,000,000 
acres. There was no reason to expect a fall- 
ing off in production anywhere. The farmers 
had done their part toward making another 
record-breaking crop, and in view of the in- 
creasing accumulations there developed a 
marked disinclination to hold wheat or buy 
flour. Buyers naturally back away from such 
a situation. 

About this time an appeal was made to the 
railroad companies to reduce freight rates from 
the Middle West to the seaports, to facilitate 
exports and clear storage room for the new 
crop soon to be moving. Reductions were 
made in this country and the Canadian roads 
of course reduced their rates to protect the 
Canadian grain trade, but foreign buying was 
not stimulated. Foreign buyers were disposed 
to wait, and as it turned out they made a mis- 
take in doing so. Exports of wheat from the 
United States and Canada from June Ist to 
August 22nd have been less than last year— 
91,105,595 bushels to 99,626,869. 

At the end of May, however, with everybody 
who had wheat wanting to unload and nobody 
wanting to buy, prices inevitably declined, dip- 
ping several cents under $1 per bushel in Chi- 
cago. Then reports began to come of drought 
in Canada and damage by rains in the south- 
west. The decline was stopped, some recovery 
took place, and since then weather news has 
dominated the market. On the whole, the 
conditions in Canada have grown worse until 
that country’s crop in the Northwest provinces 
is estimated at not much more than one-half 
that of last year. Furthermore, conditions in 
Argentina and Australia indicate crops in both 
countries smaller than last year, while the crop 
of Europe, not including Russia, is reported to 
be about the same as last year. Altogether it is 
calculated that the world’s crop may be 500,- 
000,000 bushels smaller than that of last year. 
The big carry-over will cover a good part of 
this shortage, but closer figures are needed 
than are yet available to determine whether or 
not there is wheat enough to go around com- 
fortably. 

The highest price on the Chicago market for 
the September option was touched on July 17 
at $1.49%4 per bushel and the closing on Aug- 
ust 29 was $1.32%4 per bushel. 


Competitive Buying for Speculation 
Foreign markets have lagged behind Chicago 
and Winnipeg, foreign buyers apparently being 
slow to accept the damage reports. The situa- 
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tion has been a very interesting one as illus- 
trating the part which speculation plays in 
price movements on the grain exchanges. In- 
deed, it has furnished a very clear demonstra- 
tion of the service which speculation renders 
to the grain producers. It was not a demand 
for immediate consumption which raised the 
price of wheat 50 cents per bushel in the face 
of great stocks and before the Canadian harvest 
had even begun. It was a demand in anticipa- 
tion of a future scarcity which raised the price 
of the entire world crop before a bushel of it 
was needed for consumption. The rise was 
due to a competitive demand arising among 
speculators who were wanting to obtain own- 
ership of a commodity which they believed 
would advance in value. 

It has been often said that farmers have no 
say in the making of the prices of their prod- 
ucts, meaning that the individual farmer is 
practically without influence upon prices and 
has all the world against him. The remedy 
has been said to be organization among farmers 
to act together, but it may be doubted if any 
organization of farmers would act more 
promptly, rapidly and effectively than the free 
markets have acted in the last three months. 
They have outrun the expectations of the 
farmers themselves, and there has been no lack 
of capital to finance the movement. 


The point is that wherever a prospect of 
profit exists the competitive desire to share in 
it is as reliable a regulator of prices as any that 
can be found. What seems to be lacking is 
buying power to hold up prices at a time when 
in the general opinion of observers there is 
little or no prospect of a profit. 

It would be a venturesome Stabilization Cor- 
poration which would bid up the price of 
wheat faster than it advanced in June and July, 
and there is reason for thinking that the 
Federal Farm Board has been profoundly 
appreciative of the action of the speculative 
public in taking the wheat problem off its 
hands this year. One may speculate, however, 
upon what the situation would have been if 
weather conditions had been as favorable to 
the wheat crop in Canada and the United 
States as they were last year. The theory is 
that if some strong buying power will persis- 
tently take the surplus off the market year 
after year until the inevitable short crop comes 
the price may be permanently stabilized. It 
will require a continued period of surpluses to 
determine how far the Farm Board and the 
Congress of the United States will be ready to 
go in demonstrating this theory. 


Congestion at Terminals 


Increasing use of the combined harvester 
and thresher, together with the rise of wheat 
prices, has resulted in an unprecedented move- 
ment of wheat to market this year, and some 


of the terminals have been so congested that 
railroads have been obliged to place embar- 
goes upon further shipments. 


The embargoes have caused a flood of pro- 
tests to the Farm Board, particularly urgent 
whenever prices have turned downward, to 
which the Board has been unable to make 
any response except by advising that farmers 
be less precipitate with their marketing, not 
only to avert congestion but the effect of such 
wholesale dumping upon prices. The Board is 
not empowered to buy products or operate 
warehouses, but only to lend to the cooperative 
organizations. The latter are being promoted 
as rapidly as possible, but the clamor for action 
raises a question as to whether the demands on 
the new system will involve a large increase 
of storage capacity at the terminals. It is 
open to question whether this will be a sound 
development of “orderly marketing,” for cer- 
tainly it will mean more rapid marketing even 
than in the past, not to speak of the unecon- 
omical provision of elevator capacity which 
can be used only a short time. It is an axiom 
that the cheapest place of storage is in the 
farm granaries, and it is not to be forgotten 
that large reserve stocks in the hands of 
farmers are a wholesome influence against 
continuing overproduction. 


Official Approval of Hedging Operations 


One of the most interesting of the announce- 
ments of the Federal Farm Board is to the 
effect that in making loans to cotton-growers’ 
cooperative associations secured upon cotton, 
the Board will lend up to 90 per cent of the 
market value, provided the cotton is hedged 
by sales in the futures market, i.e., on a public 
exchange. The policy of requiring operations to 
be thus hedged is commonly followed by banks 
in lending on cotton, and is satisfactory to 
experienced managers of cooperatives dealing 
in cotton, grain and other products traded in 
on public exchanges, but the exchanges have 
been a target for constant attack by many of 
the political friends of the farmers. The hedg- 


_ing facilities are afforded by what are called 


“gambling operations”—that is to say, specu- 
lative trading. 

Now comes the Federal Farm Board and 
practically requires that the operations of the 
cooperative associations, in so far as sup- 
ported by it, shall be based on this trading. 
The announcement itself would not be so re- 
markable, but for utterances of members of 
the Board which have seemed to indicate that 
a new system of marketing was about to be 
installed, under which speculative profits 
would be eliminated and the producers 
through their cooperatives would maintain a 
greater degree of control over prices. The 
reliance upon the exchanges for hedge-pro- 
tection may be intended only as a temporary 









expedient, until the cooperatives have attained 
greater power, but the questions which are 
raised are fundamental to the marketing prob- 
lem. It is admitted that by reason of the 
breadth of the market hedge-trading on the 
exchanges affords a protection to legitimate 
operations in grain and cotton that cannot be 
had in any other way. The question is whether 
a market worthy of the name ever can exist 
without free and open trading facilities. 

The requirement that cotton or grain 
offered as security must be hedged means that 
some other assurance of value must be had 
besides an estimate of the cooperative officials 
and the lending officials. Where is such assur- 
ance to be had outside of a public market in 
which there is wide participation? 

And how can wide participation be had in a 
market which is under anybody’s close control? 
Independent traders are willing to take their 
chances in judging of free market conditions, 
but they dislike to operate in a controlled 
market. With the existing government con- 
trol of the coffee market in Brazil, speculative 
trading in coffee is practically eliminated and 
the result is that the Coffee Institute, which in 
the last analysis is the Brazilian Government, 
carries the entire marketing load. Reasoning 
from this, it may be expected that if the mar- 
keting system now being developed in the 
United States ever obtains effective control 
of the commodity markets it will have to carry 
the entire load, without the aid of public 
exchanges and their hedging facilities. 

This is not to say that the new system is 
without possibilities of usefulness, but only 
to emphasize that the possibilities do not lie 
in direct control over prices, but in well-in- 
formed adaptation of production to con- 
sumptive demands. 


Russian Crops 


Reports from Russia are to the effect that 
weather conditions have been favorable this 
season and that the efforts of the Soviet Gov- 
ernment to organize collective farming have 
met with considerable success, with the result 
that the harvest is the largest in several years. 
The “collective” farms are composed of groups 
which have been supplied with modern ma- 
chinery and are operated under the direction 
of supervisors supplied by the Government. 
This movement has assumed considerable pro- 
portions in the last few years, and the central 
government has also been developing State- 
owned farms. The hope is to raise the effi- 
ciency of farming operations and obtain an 
important export surplus. Experts from the 
United States have been employed in numbers, 
and it was for advice upon this campaign that 
the Soviet Government invited Mr. Thomas 
D. Campbell, the famous wheat-farmer of 
Montana to visit Russia recently. Mr. Camp- 
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bell seems to have been impressed by the prob- 
ability of increased production, but does not 
think Russia will export much grain for several 
years. 

Live Stock and Dairy Products 


The cattle and hog markets are as favorable 
as producers could reasonably ask. At the ten 
principal markets, receipts of cattle in the 
seven months ended with July were down 5.82 
per cent from the corresponding months of 
last year and hog receipts were down 10.48 
per cent. With employment at a high level 
the demand for meats has been full and prices 
have been excellent. This situation seems to 
be very well stabilized, for cattle production 
can increase but slowly, and the Department 
of Agriculture, as the result of extended in- 
quiries conducted through rural mail carriers, 
predicts that hog supplies will decline rather 
than increase up to the latter part of 1930. 

The sheep and lamb situation has not been 
quite so favorable. Receipts in seven months 
increased 5.73 per cent, and the demand has 
been a little slow. The wool situation in the 
past year also has been disappointing to sheep 
owners. Some explanation is to be found in 
the following paragraph, which we take from 
the address of the Chairman of the Union 
Bank of Australia, at the annual meeting of 
that institution, held in London on July 29th:- 

The production of wool in Australia for 1928-29 is 
estimated to be the largest ever recorded in the 
history of the Commonwealth. The figures are esti- 
mated to be 2,800,000 bales, against 2,673,000 bales in 
1927-28. I have not yet been able to get the particulars 
of the average values of the 1928-29 season, but I 
should say that at June 30 last prices for merinos 
and fine crossbreds were from 25 per cent to 30 per 
cent lower than at the same period last year, whilst 
low crossbreds were from 12% per cent to 15 per cent 
lower. The average value per bale for wool sold in 
the first 10 months for the 1928-29 season works out 
at £21 19s. 4d., against £25 7s. 2d for a similar 
period 1927-28. The average value per lb. is 16.9d., 
against 20.1d. for the same period. The Australian 


sheep returns for 1928 are given as 102,830,000, against 
98,779,000 head in 1927, 


Dairy products are on a profitable basis. 
Butter this Summer has been a little under the 
prices of last Summer, but higher than in any 
other season since 1920, excepting 1925. 
Creamery butter production for the first six 
months of the year totaled 783,685,000 pounds, 
an increase of 3.2 per cent over the same period 
a year ago. Net imports were nearly a million 
pounds less than a year ago and storage stocks 
increased by 22 million pounds. The trade out- 
put for the first six months was estimated at 
1,053,281,000 Ibs., an increase of 22 million 
pounds, or two per cent over last year. 

Dairy products have maintained remarkable 
price-stability throughout all the period since 
1920. Production has been increasing, but not 
faster than the demand, and the policy of dairy- 
farmers in weeding out their cows of low 
yields has caused the increase of production to 
yield better results. Professor O. E. Reed, 


7 September, 1929 





Chief of the United States Bureau of Dairy 
Industry, speaking at an anniversary celebra- 
tion of the Dairymen’s Cooperative Creamery 
of Boise Valley, Idaho, July 12th, said that 
“last year the farm value of dairy products in 
the United States amounted to approximately 
$3,000,000,000, or 26 per cent of the total value 
of agricultural products.” Mr. R. A. Smith, 
Supervisor of Agriculture of the Union Pacific 
System, presented figures upon the develop- 
ment of dairying in Idaho, showing that in 1921 
the quantity of butter shipped was 49 cars, 
cheese 85 cars, eggs 13 cars, and poultry 12 
cars—a total of 159 cars. In 1927 the shipment 
of these products had increased to 547 cars of 
butter, 421 cars of cheese, 219 cars of eggs, and 
196 cars of poultry—total 1,383 cars. 


The Packers’ Consent Decree 


Apropos of the requirement of the Federal 
Farm Board that loans by farm cooperatives 
shall be protected by hedge sales on the public 
exchanges, it is in order to mention the change 
of front executed by twenty-seven farm orga- 
nizations in passing resolutions asking modifi- 
cation of the “consent decree” entered by the 
Supreme Court of the District of Columbia, 
February 27, 1920, restraining the large meat- 
packing companies from entering the retail 
meat business and certain other practices in 
effect or thought to be contemplated. 


At the time-this decree was entered the de- 
fendants were charged with intending to create 
a monopoly in food products, and without ad- 
mitting that they had such intention or that it 
was within their power to do so, the packers, 
intimidated by threats of adverse legislation, 
consented to a decree which they now find in 
some respects seriously hampers their opera- 
tions. They have asked for a reopening of the 
case, alleging that merchandising conditions 
have changed very greatly since the decree was 
entered. The substance of their plea is to be 
found in the following paragraph: 

The remarkably rapid growth of chain grocery or- 
ganizations with immense purchasing power and wide- 
spread distributive outlets removes all possibility of 
monopoly by these defendants in the handling of the 
food products mentioned in the Decree. Moreover, 
the entry of chain store organizations into the retail- 
ing of meats, with, at present, their expansion into 
the slaughter-development therein, constitutes a serious 


menace to the future business life of the defendants 
under the Consent Decree. 


This representation is supported by much 
detail as to the operations of chain stores and 
meat markets, and showing that these corpo- 
rations are operating slaughtering establish- 
ments and by their competition curtailing the 


business of the defendants. Supporting their 
petition are the resolutions and petitions of 
such organizations as the America National 
Live Stock Association, the National Wool- 
Growers Association, the American Farm 
Bureau Association and other farm and live 
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stock bodies, numbering twenty-seven in all, 
most, if not all, of whom in the past have been 
anything but friendly toward the packers. It 
now looks to them as though the meat busi- 
ness might pass into hands more interested 
in the consumers and less considerate of the 
live stock industry than their then old-time 
enemies, the packers. Hence, the change of 
front. 

The complaints against the packers were 
similar to the complaints against the grain 
exchanges, in both cases due to ignorance of 
the services actually rendered. It is evident 
now that there never was any real danger that 
the packers might obtain a monopoly of food 
products. It suddenly develops that they must 
fight even to maintain their position in the 
slaughtering business. The Federal Trade 
Commission was ready to recommend that the 
Government should practically take over the 
meat packing industry, which should be a last- 
ing warning against bureaucratic radicalism 
in the future. 


The grain and cotton exchanges have pro- 
vided a highly-efficient and economical system 
of marketing, open to everybody, with the 
terms of every sale public. The system of 
auction-selling tends to supersede private dick- 
ering in many lines. The meat packing 
business has been one of the wonders of mod- 
ern industry for economical operations and 
service. Both the public markets and the 
packers have been bombarded ceaselessly and 
adjudged guilty on the strength of fears and 
suspicions, in the absence of evidence. Sud- 
denly and unexpectedly convincing testimony 
is offered in their behalf. 

The packers’ petition is set for hearing on 
October 2nd. 


The Cotton Situation 

The Government’s August report on the 
cotton crop, based on conditions at the first of 
the month, indicates a prospective crop of 
15,543,000 bales, which is about 1,000,000 bales 
more than was harvested last year. The acre- 
age is larger than last year and the indicated 
yield 159.3 lbs. per acre against 152.9 last year. 
The crop still has a critical period to pass, but 
the government report is supposed to have 
made some allowance for this. Much appre- 
hension has been felt of weevil depredations, 
for the insect has been reported as present in 
large numbers, but it has been held in check 
by hot and dry weather. On the other hand 
while this weather has been adverse to weevil 
development the cotton plant has suffered 
under it. The Texas State Commissioner of 
Agriculture now estimates the crop of that 
state at 4,356,000 bales, against 5,106,000 bales 
harvested last year. 

The carry-over of American cotton on August 
lst was 4,300,000 bales, and together with a 
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crop corresponding to the Government esti- 
mate would give about 20,000,000 bales of avail- 
able supply, which is about the average of the 
past five seasons. The average annual world 
consumption of American cotton is approxi- 
mately equal to the current estimate of this 
year’s crop. The position of cotton, therefore, 
favors price stability, provided the estimate is 
approximately realized. 


Tariff Legislation 


The extra session of Congress was primarily 
for the purpose of passing the Federal Farm 
Board bill. The bill has been passed, an ex- 
cellent Board has been appointed and organi- 
zation is progressing according to the plan. 
If Congress had been content to do no more, 
the extra session might be considered a suc- 
cess, but its venture into tariff revision seems 
more likely to lessen than enhance the sum 
total of popular satisfaction with its work. 

One has only to look at the summarized re- 
port upon this country’s foreign trade in the 
fiscal year ended June 30, 1929, to realize that 
tariff revision may seriously interfere with 
business, even though the intent is to stimulate 
home production. The figures for the total 





of that trade in the fiscal year ended June 30, 
1929, show exports aggregating $5,374,000,000, 
a gain of $497,000,000, or 10 per cent over the 
preceding year. Moreover, exports of finished 


manufactures amounted to $2,509,000,000, or 
nearly one-half of the total, and the official 
statement says that seven-eighths of the total 
increase was in this class. Imports increased 
by about 3¥% per cent, and according to another 
official comment the increase was “most pro- 
nounced in the case of semi-manufactures,” i.e., 
materials used by our industries. 

The trend of development signifies an in- 
creasing complexity of trade relations as well 
as an increasing volume of trade, and tariff 
revision of course means changes in these 
relations. Even if made with the greatest 
possible circumspection such changes are 
bound to affect many interests unfavorably and 
the process of revision inevitably stirs up a 
vast amount of controversy. On general prin- 
ciples business men do not have much confi- 
dence in governmental ability to direct busi- 
ness affairs, and the manner in which tariff- 
making is carried on in hurried committee 
sessions, does not give assurance as to the 
expert and judicial character of the work. 
The National Association of Manufacturers 
has taken occasion this year to urge that more 
of the details of tariff-making be turned over 
to the Tariff Commission, and it is probable 
that if tariff changes were made in pursuance 
of careful studies by a permanent commission 
the schedules as a whole would be more con- 
sistent and scientific than as made in the 
usual way. 


However, Congress must make the law and 
shows little inclination to give over the details 
to a commission. In truth, and naturally, Con- 
gressmen are chiefly interested in the details. 
They are most interested in the items which 
concern their own constituents, and usually 
willing to make concessions elsewhere in order 
to get these items as they want them. Unfor- 
tunately, it does not follow that if each Con- 
gressman gets what his constituents want the 
country as a whole will be benefited, for often 
their wants are inconsistent and counteracting. 
It is well known that the weakness in our 
system of tariff-making is in the lack of 
consideration for the effects of each schedule 
upon the industries of the country as a whole. 


Conflicting Interests 


One of the noticeable features of the hear- 
ings before the Committees has been the pro- 
tests against proposed duties, offered by in- 
dustries whose costs would be increased by 
them. It would seem that an industry which 
will be injured by a proposed action is entitled 
to as much consideration as an industry which 
will be benefited. Such duties add to the 
complications of the system and at least raise 
a question as to the net results. 

In the early years of the country’s develop- 
ment there was a manifest object in wanting 
to diversify the industries and establish an 
important degree of economic independence, 
particularly as regards the basi€ industries and 
industries sufficiently suited to the country to 
labor under no economic disadvantages. Now, 
however, the country has reached a stage of 
industrial development at which it may well 
consider which of the industries have the 
greatest possibilities of growth in their own 
strength, and shape its policies to avoid placing 
handicaps upon them for the sake of aiding 
industries of less inherent worth and small 
possibilities of development. It is no part of the 
protective doctrine, rationally interpreted, that 
the tariff shall make up for natural disadvan- 
tages, thus encouraging and supporting ill- 
advised enterprises. The people of the United 
States will have enough to do if they confine 
their labor and capital to industries which are 
as well suited to this country as to any other, 
and they will achieve the best results by so 
doing. Nor is it correct to think of the tariff 
as dispensing favors to the several industries 
at the expense of each other. All such thinking 
leads astray. The purpose of any interference 
by the government in private business must 
be to serve the general interest, and by this 
test each case must be judged. 

The attacks upon the policy of protection 
which are based upon the claim that protected 
industries make larger profits than other 
industries usually are ill-founded. Prices and 
profits are regulated by domestic competition 
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in all kinds of business, the same whether there 
is foreign competition or not. Generally speak- 
ing, it only confuses a discussion of the tariff 
to bring in the question of profits. The 
important question is whether an industry is 
profitable to the country, in the sense of mak- 
ing an advantageous use of capital and labor. 
If it is not and is a burden to industries which 
are, the country would be better off without it. 

A manufacturer or farmer who has a diver- 
sified production, if he is a good manager, will 
keep an account with each product and reduce 
or cut out the ones which do not contribute to 
his final net profits. He concentrates upon the 
things that pay best. 


The Export Industries 


With the great expansion of our export busi- 
ness we have examples of industries which are 
not only indifferent to foreign competition in 
the home market, but able to meet competition 
anywhere in the world. It hardly can be dis- 
puted that these industries are entitled to be 
considered in tariff-making. They ought not 
to be hampered by tariffs which raise their 
costs or which create resentment abroad and 
provoke retaliatory tariffs directed at them. 

The growth of our exports develops the 
importance of fair and reciprocal trade rela- 
tions with other countries. We can trade 
products advantageously, but all sales abroad 
involve trade of some kind. Refusal to trade 
has the effect of limiting a country’s most 
productive industries. Hence the growth of 
such industries is involved in our tariff-mak- 
ing, even though they ask no favors for 
themselves. 

A Few Examples 


In the pending revision this principle has 
received recognition in some cases, but not in 
all. Manganese is required in the manufacture 
of steel. There are low-grade deposits of man- 
ganese ore in several states and representations 
having been made that with the aid of a tariff 
on imports this country might be made self- 
supplying, a duty was placed upon importa- 
tions some years ago. Developments having 
been unsatisfactory the Senate Committee has 
dropped this duty, giving as a reason that it 
increases the cost of making steel in this coun- 
try. It would have been better if the duty never 
had been levied, for it has encouraged fruitless 
efforts to develop the manganese industry in 
this country and has been a tax upon every 
industry using steel, many of which are com- 
peting in world markets. 

The automobile industry is an outstanding 
example of industries of the latter class, but 
all our machinery industries are in that class. 
We lead the world in automobiles and ma- 
chinery and these exports represent highly 
paid labor, whose wages constitute purchasing 
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power in the home market for farm products 
and the products of all other industries. These 
exporting industries have a national import- 
ance by reason of their highly effective utiliza- 
tion of the national resources. The whole 
country is interested in their growth, because 
of the high exchange values which their prod- 
ucts command. 


The proposed increase of the duties on jute 
and manufactures thereof will also serve for 
illustration. It was urged that such increases 
would enlarge the consumption of cotton 
weaves, to the advantage of cotton-growers 
and cotton-manufacturers. It might have a tem- 
porary effect of that kind, but the problem of 
finding the right adjustment between the pro- 
duction and consumption of cotton and cotton 
goods would be just as far from a permanent 
solution as now. The principle of substituting 
a higher grade product for a use which can be 
served by a lower grade product undoubtedly 
is wrong, for to whatever extent it might be 
adopted it would raise industrial costs and 
finally raise the cost of living. The true object 
of industrial and governmental policies in 
production and in trade is to obtain the largest 
net results in the form of goods, for this serves 
the general welfare. The Senate Committee 
took this view in refusing to raise the jute 
duty. 

The proposed duty on hides is one of the 
most controverted features of the bill. Hides 
are a by-product of beef production. The 
object of a protective tariff is to stimulate home 
production, but hides are not produced for 
themselves, and it is not at all certain that the 
interest of beef-producers will be advanced by 
stimulating the production of more cattle. 
The cattle-growers are more interested in beef 
than in hides, and there would be no gain in 
higher prices for hides if accompanied by lower 
prices for beef. Moreover, both beef and 
hides are bringing good prices at present, and 
probably the cattle-raisers would be just as 
well off if cattle-production was not given a 
further stimulus. Furthermore, if hides are 
made dutiable it is conceded that compensatory 
duties must be placed upon leather and the 
manufactures of leather, which raises the 
question whether the cattle-raiser, after pay- 
ing higher prices for the family shoes and all 
other leather purchases will have any net 
gains from the duty on hides. Furthermore, 
the country now has an important export busi- 
ness in leather and shoes, which probably 
would be injured or lost. After all, are such 
duties worth while? 


Trade with Tropical America 


Somebody has sent us a California publica- 
tion carrying a picture of a palm-thatched hut, 
of the type common in tropical America, with 
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a family group beside it and under the picture 
the following note: 

Banana Farmers: Proper tariff protection is the 
only insurance American farmers have against being 
reduced to conditions portrayed in the above picture. 

This is accompanied by the absurd statement 
that “bananas are putting more American 
fresh fruit- growers on the racks than any 
other factor,” which puts upon the poor 
banana-growers all responsibility for the sur- 
plus of fresh fruit in California, resulting 
primarily from the enormous plantings in that 
State in recent years. We gave in our August 
number, 1928, the figures showing the in- 
creased acreage, and reproduce them here- 
with: 

Percentage Change in Total Acreage of California 
Fruits Between 1920 and 1925 
Crops Per cent 
Figs 
Grapefruit 
Almonds 
Apricots 
Pears 
Peaches 
Plums 
Walnuts 


Olives 
Grand total 43 


Crops Per cent 
Cherries + 19 
Prunes 14 
Oranges + T 
Lemons — 
Table grapes +1 
Raisin grapes + 
Juice grapes oad 
Total grapes oe 





Bananas were coming into this country 
while these plantings were going on, and if 
their competition was worth noticing it might 
have been taken into account. As a matter 
of fact the California fruit-growers were not 
even taking account of what they were doing 
among themselves, to say nothing of what 
fruit-growers in Florida or Texas, or other 
parts of the United States, were doing. Their 
case furnishes another illustration that home 
producers do not get rid of competition by ex- 
cluding foreign competitors. 

This article goes on to say, ostensibly on the 
authority of the Department of Commerce, 
that Costa Rica, Guatemala, Honduras, Pan- 
ama, Mexico, Jamaica and Colombia “sent us 
a total of $266,250,572 worth of goods in 1928,” 
and that 
“with the exception of Mexico which, of course, ship- 
ped in a lot of oil, these exports to the United States 
are nearly all agricultural—bananas and coffee — 
mostly bananas.” 

In fact, the total importations of fresh fruits 
of all kinds, from all sources, into the United 
States in 1928, according to the Department of 
Commerce, had a value of $42,500,000, of which 
$35,400,000 represented bananas. 

Exports of fresh fruits from the United 
States in the same year amounted to $56,161,- 
000, and exports of all fruits, including dried 
and canned, were valued at $127,798,000. 
Therefore, our fruit-growers on the whole are 
not suffering by international trade. 

It is preposterous to represent the American 
farmer as in competition with the banana- 
grower. The latter was born in the jungle, 
is without capital, education or training, lives 


132 


in a country that is practically without organ- 
ized industry, excepting the few industries that 
are producing for export. These afford almost 
the only opportunities for him to work for 
money and buy something from a store. The 
fruit companies are making him a producer 
of a wholesome product wanted in world mar- 
kets and a consumer of goods bought in those 
markets. He learns to eat wheat flour and 
other products of the American farm. He 
learns about sanitation, his children are pro- 
vided with a school, and the whole family is 
introduced to moving pictures, which is an 
introduction to the outside world. 


The banana-grower is doing the only work 
at his hand, and this is what the work is doing 
for him. He is not impairing the prosperity 
of the United States; indeed, he is creating 
for it a new field of trade. 


Caribbean Development 


The entire Caribbean region is rich in na- 
tural resources, which are destined to con- 
tribute to world welfare. The mastery of the 
diseases of the Tropics, which has been 
achieved in the last thirty years and was first 
demonstrated convincingly in Cuba and on the 
Isthmus of Panama, has opened this region to 
development. The populations need capital 
and industrial leadership but they have the 
latent capacity to compensate those who will 
supply this need. The exports of these coun- 
tries have multiplied several times over with 
the development of the banana industry and 
the imports have increased to correspond. The 
bulk of this trade is with the United States, 
because here is the nearest and greatest mar- 
ket and the best transportation service is to 
this country. Mr. Samuel Crowther in his 
interesting and instructive book (*) tells the 
story of this development. After saying that 
besides other services the United Fruit Com- 
pany has ninety-odd ships in express service 
between the principal Caribbean ports and the 
principal ports of the United States, and show- 
ing the important part which that Company 
and the late Minor C. Keith, one of its found- 
ers, had in the development and support of 
the railroads of Central America, he says: 

“The United Fruit Company has bound the two 
regions by making them interdependent. The banana 
has become an essential food supply of the United 
States. The raising of the banana has become an 
essential industry in all but one of the Central 
American states. The provision of frequent and regu- 
lar transportation between the Caribbean ports and 
the Atlantic seaboard in order to keep a steady flow 
of bananas northward has put the United States in 
the most favourable position to supply the Central 
American states with the goods which they must 
import—for otherwise the banana ships would have 
to make their voyages to the southward in ballast. 


Thus the regions have become complementary and in 
addition this trade—in the manner in which it is 


(*) “The Romance and Rise of the American 
gl Doubleday, Doran & Company, New York, 
1929. 
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conducted—has added tremendously to the wealth of 
the southern countries. 


The bulk of the transportation system of Central 
America rests on the banana for without it many 
of the railroads would hardly be able to exist and 
there could be no regular steamship sailings. Thus 
in a very large measure the coffee trade depends on 
the banana trade. In a way the banana is to Central 
America what coal is to Great Britain. It provides 
the shipping and the trade grows out of the shipping. 


Dr. Julius Klein, Assistant Secretary of 
Commerce, in a radio address delivered a short 
time since, referring to our trade relations and 
the influence which the people of the United 
States are exerting in various ways for world 
progress, says: 

“We musn’t appear immodest, but the simple truth 
is that the economic levels of the entire world are 
being raised incalculably, and the financial resources 
of individual countries are being vastly augmented, 
by reason of the prosperity, the resources, the meth- 
ods and ideas, and the ever-growing needs of the 
American people.” 

It is safe to say that there are few persons 
in this country who would not be gratified to 
feel that this is true, and desire that the trade 
policies of this country should be directed in 
a manner favorable to such results. There may 
be persons disposed to regard Dr. Klein’s 
statement as a fancy sketch, but Mr. 


Crowther’s book shows the indisputable bene- 
fits to both parties resulting from our trade 
expansion to the southward. 


The Caribbean region is a part of the natural 


trade area of the United States. The climatic 
conditions are different and the products natur- 
ally are different, affording the opportunity 
for advantageous trade. The future of this 
region depends largely upon the attitude and 
policies of the United States—not as regards 
annexation or any purpose to control their 
destinies, but simply as regards economic 
development and the naturally resulting trade. 
The question is whether we shall refuse to 
have trade relations with them, from the petty 
fear that they will get the best of the trade, 
or play the part in their development which 
obviously belongs to us? 

It is gratifying that although the argument 
for a tariff on bananas was vigorously presented 
before both House and Senate Committees 
both bodies took negative action. The princi- 
ple involved, however, reaches beyond the 
banana. 

The Sugar Situation 


The case of sugar belongs with the foregoing 
discussion. The Senate Committee has reduced 
the rate of duty on world sugar from 3 cents 
per lb. in the House bill to 2.75, which with 
the 20 per cent preferential makes the rate on 
Cuban sugar 2.20. The present price of Cuban 
sugar in New York harbor, cost and freight 
included but before payment of duty, is about 
2 cents per lb. The proposed duty therefore 
is more than the import value of the sugar, 
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which certainly is an extraordinary tax for the 
Government to levy upon a common article of 
food. 

The beet sugar industry urges that even this 
levy is not high enough to make beet sugar 
production in this country profitable, a con- 
tention which may be accepted as proof in itself 
that the industry is unsuited to this country. 
It was brought here from Europe, where the 
opportunity does not exist, as here, to obtain 
sugar cheaply from the Tropics, the industry’s 
natural home. 

We have presented heretofore the fundamen- 
tal objections to the proposed expansion of the 
beet sugar industry in this country. A member 
of the Senate Committee, defending the action 
of the Committee, says that there is reason to 
believe that the industry may be developed 
to completely supply the needs of the country. 
Nobody questions this: the objection is to 
the cost of doing so. Probably the Senator’s 
family could make its own clothes if it cared 
to do so, but it is placed under no compulsion 
in the matter. 

The sole question is whether the object is 
worth while at the cost which is involved to 
the people of both the United States and Cuba. 

Nobody is able to show that the proposal 
has any economic basis. There is no expecta- 
tion or promise that the sugar supply of the 
United States ever can be obtained within the 
country as cheaply as it can be obtained in 
Cuba and other countries around the Carib- 
bean; and in the second place, although Cuba 
is not a part of the United States politically it 
naturally belongs to the same economic 
system. That is to say, the United States can 
pay for the products of Cuba in trade, prac- 
tically as though Cuba was a part of the same 
political system. Moreover, treaty obligations 
exist between the United States and Cuba 
which impose solemn obligations upon both 
countries and make the relations between 
them more intimate than those existing 
between either one and any other country. 

The beet sugar industry is claiming a rate of 
duty sufficiently high to make the industry 
generally profitable, which means high enough 
to continue its development and eventually 
shut Cuban sugar out of this market. Impar- 
tial authorities have calculated that on the 
basis of present consumption this would mean 
a levy of approximately $400,000,000 per year 
upon the sugar consumers of this country, and 
as sugar consumption will increase with the 
growth of population, the annual levy will 
increase. If this vast sum would inure to the 
benefit of the sugar producers, whatever other 
objection might be raised at least it could be 
said that no economic loss would result, inas- 
much as one group of our people would re- 
ceive as much as the other group lost. The 
worst of this proposition is that the extra cost 
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CANADIAN TRADE 


Fiscal Year 
Ending March 31 
1925-26 


Total Imports 
$ 927,329,000 
1,030,892,000 
1,108,956,000 
1,265,679,000 














Imports from 
United Kingdom 


Imports from 

United States 

$608,619,000 
687,022,000 
719,436,000 
868,056,000 


Exports to 
United States 
$485,952,000 
479,335,000 
496,645,000 
521,815,000 


$163,731,000 
163,939,000 
185,896,000 
194,020,000 





to consumers will mean little or no gain to 
anybody. All of this levy is said to be neces- 
sary to induce the farmers to raise sugar beets 
instead of other crops and capital to go into 
sugar mills instead of into other investments. 
Thus producers will receive little or no more 
than they may get from other farming oper- 
ations or investments. The extra cost to 
consumers will represent practically a net loss 
to the country, from inducing capital and labor 
to enter an industry economically unprofitable. 


Trustworthy calculations show that even if 
the beet sugar industry was developed to com- 
pletely supply this country, not over 1 per cent 
of the arable land of the country would be so 
employed. The industry, therefore, offers no 
possibilities of employment or profit to justify 
the enormous annual cost which its expansion 
would saddle upon the country. Much is said 
of the value of sugar beets in a crop rotation, 
but if the European rotation of sugar beets 
every seventh year was generally adopted in 
this country it would result in an annual pro- 
duction of 130,000,000 tons of sugar, or about 
twenty times this country’s present require- 
ment. By no calculation can this industry 
be made an important factor in the agriculture 
of the United States. 


The fact is that beet sugar development has 
been unsound ever since its spread from the 
Mountain States of the West, where it had 
some economic basis as a means of supplying 
local consumption a long distance from the 
Atlantic coast. The more capital is invested 
in the industry the more serious will be the 
problem of what to do about it. The tax 
necessary to maintain it will have less and less 
justification as the revenues from it decline, 
and will always be oppressive and unpopular. 
For this reason the investments induced by 
the policy always will be on a precarious basis, 
dependent upon election results. There never 
will be a better time than now to consider all 
that is involved in a further expansion of the 
industry. 


Our Canadian Trade 


On cur northern side are neighbors of a very 
different type from those in Tropical America, 
but the same principles apply in trade rela- 
tions. The Canadians are not cheap, low-wage, 
competitors. If there is any difference in wages 
it is due to a broader and at times a more 
intense demand for labor in the United States, 
greater congestion in some localities and higher 
living costs in consequence. There is no ques- 


tion of different standards of living. There 
is every reason for friendly and considerate 
cooperation to make the most of the natural 
wealth of the continent which the two peoples 
occupy. 


For a long time the recorded trade between 
the two countries has been very much in favor 
of the United States, if we accept the usual 
view that an excess of exports over imports 
is advantageous. The above table gives the 
official Canadian figures for the last four fiscal 
years. 


In comparing the figures of imports into 
Canada from the United Kingdom and the 
United States, it should be borne in mind that 
trade with the former is favored by a prefer- 
ential tariff. 


It is interesting to separate the trade with 
the United States into the important trade 


groups. We present a table covering the year 
1928-29. 


Trade Between Canada and the United States, 
Canadian Fiscal Year, Ended March 31, 1929 
Canadian Canadian 
Imports Exports 
from United to United 
Agricultural and vegetable States States 
products (except chemicals, 
fibres and wood) $103,690,332 $ 68,278,925 
Animal Products (except 
chemicals and fibres) 42,654,255 86,472,685 
Fibres, textiles and textile 
81,889,787 5,985,218 
50,564,294 235,947,910 


products 
Wood, wood products and 

317,089,125 15,195,358 
62,104,988 64,444,952 





paper 
Iron and its products 
Non-ferrous metals and their 

products 
Non-metallic minerals and 

their products (except 

chemicals) 135,154,049 
Chemicals and allied products 26,223,786 
Miscellaneous commodities .... 48,685,281 


Total $868,055,897 











18,891,163 
11,084,298 
15,514,016 


$521,814,525 








It would seem that this is a trade with which 
the United States might well afford to be 
content. The bulk of the movement from 
Canada to the United States consists of natural 
products. Wood and wood products, including 
paper, constitute 45.21 per cent of it, while 
non-ferrous metals (largest items, copper, 
mickel, silver and gold) constitute 12.35 per 
cent. Vegetable products constitute 13.08 per 
cent and animals and their products 16.57 per 
cent, 

Iron and its products, in which machinery 
is a large item, lead in our exports to Canada, 
but agricultural and vegetable products con- 
stitute 11.94 per cent, non-metallic minerals, 


134 





Viti vwew ww 


"OD UNS me OD ee 


is ne i 


(largely coal and petroleum products) 15.56 
per cent and fibres and textiles, 9.43 per cent. 

The figures reflect the more varied industrial 
development of the United States, manufac- 
tures constituting the larger part of the 
movement from this country and natural prod- 


ucts the larger part of the movement from 
Canada. 


Sentiment in Canada is agitated over the 
increases proposed in the pending bill, par- 
ticularly as they affect meats and dairy 
products. The rates on cattle (1% cents per 
Ib. on animals weighing less than 1,050 lbs. 
each and 2 cents per lb. on animals of that 
weight, or more) are unchanged in this bill, 
but the rates on meats are about doubled. 

Total exports of living animals from Canada 
to the United States in the Canadian fiscal year 
ended March 31, 1929, were valued at $16,- 
154,716, and exports of meats of all kinds to 
the United States were valued at $10,382,736. 

Prior to the enactment of the emergency 
tariff act of 1921, cattle were admitted free, 
but receipts were almost wholly from Mexico 
and Canada, and chiefly from the latter. 
Neither Mexico nor Canada are corn countries, 
and their exports for the most part are young 
cattle, sold in this country as feeders. They 
have a value here for the aid they give in the 
consumption of our corn crop, also in furnish- 
ing business for our railroads and slaughtering 
establishments. 

Canada exports little butter to the United 
States—only $71,032 worth in the last year, 
when it imported over $8,685,257 worth of 
butter from New Zealand. Fresh milk and 
cream are exported across the Vermont and 
New York borders, also into Detroit, in con- 
siderable quantities. Total value of milk and 
its products exported to this country in the 
last fiscal year was $8,473,375. This movement 
is from Canadian farms close to the border, 
which compete in our Eastern cities with milk, 
cream and cheese from the Middle West. 

Imports of cattle into the United States 
equal in numbers about 1% per cent of the 
total receipts of cattle at the public stock 
yards. Total imports of milk and cream equal 
in value about one-fourth of one per cent of 
the total value of this country’s dairy products. 
To whatever extent these duties curtail imports 
they presumably stimulate home production, 
and it may be doubted whether the prices 
obtained by domestic consumers are appre- 
ciably increased. 


It will be seen that our combined ex- 
ports of vegetable products and animals and 
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their products to Canada in 1929 was $146,344,- 
87, against total imports from Canada of 
$154,751,610, so it does not appear that the 
trade in farm products is against the farmers 
of the United States. Furthermore, it is to 
be considered that the Canadian purchases in 
our markets of other than farm products to 
the amount of over $722,000,000 supported an 
indirect demand for farm products through the 
workers in the industries which is just as 
truly entitled to consideration as the direct 
purchases named. 


The climatic differences between Canada and 
the United States — particularly the southern 
half of the United States—are favorable to a 
trade in natural products. An article in 
“Commerce Reports,” an official publication of 
the Department of Commerce, Washington, 
D. C., February 18, 1929, reviewing this coun- 
try’s fruit exports in 1927, says that “as in 
previous years most of the citrus fruits and 
berries and other of the more perishable fruits 
exported went to Canada.” 


Taking our entire trade with Canada, and 
all the relations between the two countries into 
account, it may be questioned whether vexa- 
tious restrictions upon the trade are worth 
while. 


New Branch in Mexico 


Last month The National City Bank of New 
York opened a branch in Mexico City, Mexico, 
at which every type of banking facility will 
be available. This is the ninetieth foreign 
branch of The National City organization, 
which is now operating in twenty-three foreign 
countries. Through the branch in Mexico 
the bank’s many depositors in that country will 
have a direct banking connection with other 
leading countries throughout the world, and 
depositors of all other branches will be enabled 
to secure standardized credit reports and 
information regarding business conditions in 
Mexico. 


Since the first of the year branches have been 
established also in Bogota and Medellin, 
Colombia. The National City Bank of New 
York (France) §.A. has opened a_ second 
branch in Paris, at 44 Avenue des Champs 
Elysées and is expected to open a branch at 
Nice, France, in September. The domestic 
branch system of The National City Bank of 
New York now comprises thirty-five banking 
branches in the boroughs of Greater New York, 
while The National City Company has invest- 
ment offices in more than fifty leading cities 
throughout the United States and abroad. 
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G™= arethe changes wrought in recent Individuals and enterprises whose prosperity 
years on the American farm. The tele- goes hand in hand with the farmer’s must, like 
phone, the automobile, the radio have ended the farmer himself, keep pace with the changes 
the farmer’s isolation, bringing almost to his taking place on the farm. 


The First National Group of Banks puts at 
your disposal its wide sources of information, 


: A its intimate contacts with producers and mar+ 
nitely lightened the cruel burden of labor. keters of farm products, and its connections 


Scientific knowledge has greatly lessened the with firms dependent on the farm market, to 
guesswork of farming. Today farming means help you anticipate and profit by the changes 
more than brawn. that are taking place in the farm situation. 


door, markets and diversions that once were 
hours, even days, away. Machines have infi- 
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